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ABSTRACT 
This paper aims at shedding further light on the controversial impact of M&As on the value creation 
perceived by investors, as the short-term market performance of the firms involved. 17 event studies 
are examined by following a meta-analytical procedure. The unit of analysis is originally assumed as 
the event window within each study, yielding a total sample of 191 observations and 17,007 deals. 
Separate analyses are run for bidders, targets and combined entities. Our findings highlight the 
insensitiveness of bidders to M&As‟ announcement, in line with existing theory. Interestingly, the 
choice of the benchmark in the market model, the geographical scope and the event window position 
prove to be significant moderators: Italian M&As are less profitable than European ones, and pre-
announcement rumours significantly alter the overall performance.   
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INTRODUCTION 
Mergers and Acquisitions (M&As) have gained increasing popularity as strategies to achieve 
corporate growth and diversification. Indeed, the last decade has witnessed smashing records, both in 
terms of the number of transactions and the size of deals (Thomson Financial Service 2001), with an 
impressive consolidation dynamic in the European financial sector, as can be observed in Table 1.  
----------------------------------------------- 
Insert Table 1 about here 
----------------------------------------------- 
However, academic research has been highlighting a much less enthusiastic portray of M&As‟ 
performance. Investigation so far failed to achieve convincing findings explaining the variance in post-
acquisition results (Hitt et al. 1998; Hoskisson et al.  1994; Sirower 1997) and since 1988 a question 
has been carving scholars‟ mind: „Why do acquiring-firm managers enter so readily into the market for 
corporate control, given its well-known large risks and apparently modest returns?‟ (Magenheim and 
Mueller 1988; Walker 2000).  
Whereas research has broadly underlined that M&As‟ target firms typically enjoy positive 
returns, a rich bunch of studies firmly supports bidder firms‟ stockholders‟ loss after the M&A 
announcement in the long run (Agrawal et al. 1992; Louis 2004; André et al. 2004). This can basically 
be explained by the bidding process leading to an acquisition. The premium price paid by the acquiring 
firm typically exceeds the current market value of targets, thus engendering high merger costs for 
bidders and strong rise in target‟s stock market returns. Roll (1986) discusses the fact that bidders are 
usually overpaying their targets. Considering the cases in which a rival bidder exists, the bidding 
competition between the two will stop when the winner offers a price that overestimates the target firm, 
even though management might still believe in the opportunity to extract synergies and to improve 
efficiency. The bidder overestimates the value of the potential synergies and, thus, pays too much, 
entailing a negative impact on their stock market returns.  
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Giving a glance to the literature as a whole, a strong heterogeneity in bidders stock market 
returns emerges and the negative sign of the effect failed to achieve a robust empirical test. A set of 
recent works highlights mixed results, both in the sign of the relationship and in the variance. A 
flourish range of variables alleged to explain the performance variance is thus proposed: strategic focus 
(Healy et al. 1992; Megginson et al. 2004), book-to-market ratio (Rau and Vermaelen 1998), method of 
payment (e.g. Walker 2000), hostility of the transaction (Loughran and Vijh 1997), to cite a few.  
A further stream of M&A literature thus tries to investigate the importance of „softer‟ variables 
in capturing the variance of bidders‟ shareholders gain. These studies, focusing on the comparison 
between the two merging companies, addressed the role of the cultural fit (Cartwright and Cooper, 
1996; Schweiger and Goulet, 2000), management style similarity (Datta 1991; Larsson and Filkelstein 
1999), inter-firm learning through knowledge transfer (Ahuja and Katila 2001; Bjorkman et al. 2003; 
Singh and Zollo 2004; De Vincenzo et al. 2006) and resource sharing (Capron and Pistre 2002).  
Summarizing, the overall portray of bidder post-acquisition performance appears to be 
confused. Thereby, the disentanglement between enthusiast managerial practice and much more 
doubtful and inconclusive empirical results sounds paradoxical and a deeper investigation of the 
phenomenon is required.  
Diaz et al. (2004) show a list of value-maximizing reasons that can explain the consolidation of 
the banking sector: scale economies, scope economies, market power, improvement of management 
efficiency, decrease of risk through geographic and product diversification. Nevertheless, the authors 
acknowledge that M&As may sometimes occur even without any positive NPV; such deals are thus 
undertaken without any measurable, economical benefit. Some „non value-maximizing‟ motives are 
thus supposed to underlie these non-value creating deals.  
Considering previous studies‟ results, many scholars conclude that managers seek to maximize 
firm size (size-maximizing hypothesis), rather than shareholders‟ wealth (Walker, 2000). Indeed, 
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managers often pursue objectives different than shareholders, since the former benefit from increasing 
firm size in terms of higher salaries and higher perceived professional status. Managers are thus 
tempted to acquire other companies just to faster reach larger size, as the well-known agency problem 
highlights (Berger et al. 1999).  
In this scenario, meta-analytical approach gains multi-fold relevance. Meta-analysis is a 
statistical technique which, while correcting for various statistical artifacts, allows for the aggregation 
of results across different studies to obtain an estimate of the true relationship between two variables in 
the population. Through meta-analysis, both the direction of the effect and its magnitude can be tested 
across studies; moreover, characteristics of the studies can be highlighted and tested, in order to explain 
some variance in the results, which  might depend on the single study measurement choices rather than 
on exogenous factors. A previous meta-analysis by King et al. (2004) highlights the presence of 
unidentified moderating factors and fosters future research to explore further. Thus, we try to identify 
possible characteristics of the studies moderating the relationship between M&A event and short-term 
performance, hopefully capturing some of the variance of results.  
We chose to limit our study to Europe. EU represents a fertile empirical setting where to 
investigate further the phenomenon and to either support or confute previous meta-analyses and similar 
studies (King et al. 2004). Heterogeneity among EU member states implies high levels of 
diversification pursued through cross-boarder mergers but, on the other hand, the difficult exploitation 
of synergies and knowledge transfer. In this framework it is interesting to verify whether the 
peculiarities of a specific European country‟s banking system can affect the investors‟ reaction to the 
deal. For this reason, we give special emphasis to the Italian context as opposed to European as a 
whole. Italian banking consolidation process has been playing a leading role in the general European 
trend over the past 20 years and has lately attracted the attention of many researchers.  
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We focus our analysis on the short-term market performance of the firms‟ stock involved in a 
M&A deal, in order to catch the market reaction of the financial community to the “new event”. As far 
as stock market returns represent the perceived and expected efficiency improvement, this measure is 
useful to determine whether financial markets believe or not in the managerial strategy.  
Meta-analysis requires that findings must be both conceptually comparable and configured in 
statistically equivalent forms (Lipsey and Wilson 2001; Ellis 2006). Hence, we chose to focus on event 
studies, which link the M&A announcement to company‟s short-term CARs (Cumulative Abnormal 
Returns) through a fairly comparable statistical model. These studies are assuming that stock prices are 
simply the present value of expected shareholders‟ future cash flows: since 1970s this perspective has 
strongly dominated the measurement of M&A profitability (Bruner 2002). Considering that the 
methodology underling event studies provides some degree of freedom to the researcher in building up 
his/her measures, we analyse some of the measurement features which might affect either the sign or 
magnitude of the achieved results. In particular, the choice of a distinctive benchmark in the CARs 
estimation and the selection of different event window‟s lengths and positions lead to dissimilar model 
specifications that can explain part of the variation of the results across studies.  
Thus, our research questions would sound as follows: is the stock market reaction to M&As‟ 
announcements generalizable across studies? Is this affected by measurement issues? And finally, is the 
Italian focus of the deal likely to affect the M&A short-term performance? 
 
METHODS 
Sample  
In order to analyse the effect of the consolidation process in the European bank industry, we 
underwent a research of related articles published in the major international journals of management, 
economics, finance or banking. This process started with a computer search browsing several 
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databases: JSTOR, ProQuest, Google Scholar, Ssrn and Findarticles. The keywords included are a 
combination of the following terms: merger, acquisition, M&A, Europe, European, bank, banking, 
consolidation, value, efficiency and performance. The search process yielded a total of 121 articles or 
working papers, mainly addressing US M&A transactions/deals. Additional studies published in books 
or other journals were identified through the so-called “snowball technique”, which leverages on the 
references provided by previously identified papers to highlight some more relevant works.  
We then created our final sample by following three eligibility criteria. First, studies were 
included only if their focus was on the European bank industry as a whole area, or concentrated on a 
single European Country (Italy, Portugal, Norway and Greece). Second, articles based on qualitative 
results and reviews were excluded from the sample. Finally, we restricted our analysis to studies 
deploying an event study methodology. This responds to a precise requirement when running a meta-
analysis: the model to be tested, along with the measures used to operationalize the constructs must be  
homogeneous, in order to allow for a robust comparison across different studies. Event studies rely on a 
model based on daily prices, which is widely recognized as the most suitable proxy to observe the 
presence of Abnormal Returns (ARs) of the stock under investigation. This means event studies ensure 
a high level of methodological homogeneity that can lead to an easy and reliable comparison of the 
results, thus reducing the file-drawer problem (Shapiro and Shapiro 1982; Rosenthal 1991). Moreover, 
event studies make use of large samples, which allow the researcher to avoid considering to reduce the 
presence of sampling error, and to by-pass the micro-peculiarities of the firms involved.  Event studies 
thus perfectly match our main meta-analytical purpose, which aims at observing the relationship 
between variables and at testing theories through the accumulation of knowledge across studies. 
Our final sample is composed by 17 empirical studies corresponding to 931 European M&A 
deals and reflecting a total sample size of 17,007. As the actors involved in merge and acquisitions 
transactions are the bidders, the targets and the two companies as “combined” entities, we performed 
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three different meta-analyses to separately understand the effect of the M&A deal on their short-term 
stock market returns. It is important to note that the decision to focus our attention also on the 
combined entity is driven by the need to capture the value creation on a net and aggregate basis rather 
than looking only at targets and bidders separately. 
 
Unit of analysis 
In order to provide current scholar debate on M&A success with some relevant scientific 
contribution, some specifications are needed, particularly referring to the unit of analysis and to the 
variables we are testing. Event studies base their evidence on event windows which can differ in terms 
of lengths and positions with respect to the event chronological collocation. The most typical event 
study runs analyses on increasing larger windows across the M&A‟s announcement date. Thus, from a 
meta-analytical standpoint, the single study actually provides us with multiple meta-analytical 
observations, equal to the number of time windows the single study is testing. Furthermore, separate 
analyses are typically run for target firms, bidder firms and the two combined companies. For this 
reason, our unit of analysis became the event window of each study, instead of the single study. 
Following this method, the size of our final sample soars from 17 to 190 units.  
As far as the model we are going to test across studies is concerned, our independent variable is 
the M&A event. Though some authors explicitly distinguish merger events from acquisition events 
(Tourani Rad and Van Beek 1999), the broad majority of studies treat merger and acquisitions as some 
undifferentiated phenomenon. In the purpose of our meta-analysis, we adopt the common view and we 
chose not to catch the nuances distinguishing the two kinds of events. More in general, we considered 
as the distinctive feature of such operations the change in the ownership structure of acquired firms, 
with the shift of control from the targets‟ shareholders to the bidders‟ ones. According to the most 
typical practice of event studies, the dependent variable of the model we are testing is the CARs of 
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target, bidder and the deal (combined entity), measured on windows of different length and positions 
with respect to the M&A‟s announcement date.  
The added-value of our meta-analysis first lays in the possibility to test the direction of causality 
and the magnitude of the relation linking the M&A announcement to its stock market reaction (the 
CARs). Second, we identify possible characteristics of the studies moderating the relationship under 
exam and hopefully explaining some of the variance of results. We will address the first issue and then 
focus on the research of moderators in the following section.  
 
Effect Size 
The first step of the meta-analysis is the estimation, for each study, of a common effect size 
measure in order to aggregate and compare empirical findings drawn from different researches and to 
establish a strong empirical generalization, increasing the explanatory power and reducing the type II 
errors (i.e. the error of failing to reject a null hypothesis when the alternative hypothesis is the true state 
of nature). In order to perform this first step of the meta-analytical procedure, we rely on the Pearson 
product-moment correlation coefficient r, which is most widely used and is in line with the guidelines 
provided by Hunter and Schmidt (1990). Furthermore, to interpret the significance of mean effect sizes 
we refer to Lipsey and Wilson (2001), using confidence intervals. Indeed, a confidence interval at the 
95% significance level and excluding 0 allows to assert that the mean effect size is statistically 
significant at the 5% level. The difference between this procedure and the standard significance test is 
that the confidence intervals are centered on observed values rather than on the hypothetical value of a 
null hypothesis (Hunter and Schmidt 1990).  
 
Sampling Error 
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The simple zero-order correlation calculated in the first step of the meta-analytic procedure is 
not the best measure of the effect size. Indeed, as study validity will vary randomly according to 
different sample sizes, because of sampling error, the aim of the second step is the correction for this 
“artifact". This measure of corrected effect size is assessed by weighting each correlation coefficient r 
for its sample size, here measured by the number of targets, bidders and combined entities in each 
event window of the single study. In a next step, we compute, for each meta-analysis, the variance of 
the observed effect size (σr
2
), of the sampling error (σe
2
) and the residual variance obtained by 
subtracting σe
2
 from σr
2
, in order to test for the presence of moderators which might affect the 
magnitude of the M&A-value creation link.  The aim of this last step is to understand to which extent 
some variance (i.e. heterogeneity) is captured by sampling error, and to which extent it can be due to 
specific characteristics of the studies included in our sample. 
 
Moderators  
We are now trying to understand whether some peculiarities of the studies we surveyed might 
be affecting the magnitude of such causal relation. Thus, we try to highlight some elements with 
moderation power, which we can define as qualitative or quantitative variable that affects the direction 
and/or strength of the relation between an independent or predictor variable and a dependent or 
criterion variable (Baron and Kenny 1986). Assmus et al. (1984) summarize the characteristics of 
different studies by distinguishing two groups: 1) those related to model specification, measurement 
and estimation and 2) those related to specifics of the research environment in a particular study.    
In the case of measurement features, event study methodology allows the researcher to make some 
important choices concerning the parameters‟ estimation. In particular, we are interested in the choice 
of the benchmark to be fitted in the regression model: the researcher can select either a country stock 
market index, representing the general market performance of the firm‟s geographic area, or a sector 
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market index, that is composed only by the main stocks of the same company‟s industry. The entity of 
the differences in CARs, calculated using the two indexes, can be quite relevant. If a disparity in ARs 
on a firm‟s stocks does exist, we expect it to be greater when adopting the country market index rather 
than the sector market index. The reason holds mainly on two basic considerations. First, a firm‟s stock 
usually shows different weights inside the two indexes (the market indexes‟ constituents  are usually 
weighted on a market-cap criteria). For example, if a large cap stock is a constituent of the index 
representing its country stock market exchange, it will definitely be a component of its industry market 
index but with a higher weight. As a consequence, the deal announcement will also have a stronger 
influence on the sector market index than on the country market index. The second reason relies on the 
widespread effect of a deal announcement within its own sector. In particular, whenever an acquisition 
is publicly announced, a reaction can be registered at the industry group level. It is reasonable to expect 
that a stronger investors‟ sentiment on a sector consolidation could induce themselves to recognize a 
market premium to other firms of the same industry group even if not directly involved in the deal. In 
practice, the research of good investment opportunities inside the sector becomes a general theme of 
investment. These two contrasting effects can lead to an alteration of the correlation coefficient 
calculated taking into account the stock‟s market performance of the firm involved in the M&A and the 
performance of its entire sector. 
We also highlight the importance of the position of the event window with respect to the 
announcement date in investigating post-acquisition performance as a determinant feature of the model 
specification. We distinguish the event windows observed in the studies into three groups: post, pre and 
around the event. In particular, due to financial markets‟ imperfections as well as possible pre-
announcement information spill-overs, we argue stronger returns to occur in the pre-announcement 
event window rather than in the post- and around-announcement cases. Thus, the variance in CARs is 
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supposed to be partially explained by the event window position with respect to the announcement date 
rather than by the window length.  
If we focus on the contextual factors explaining the variation of the results across studies, we 
decide to consider Italy-focused studies versus Europe-focused studies for two main reasons. The first 
relates to the prominence of the Italian banking consolidation process over the past 20 years, as can be 
observed in Table 2. The second reason concerns some peculiarities of Italian deals within the banking 
sector such as the preponderance of friendly agreements over hostile takeovers.  
----------------------------------------------- 
Insert Table 2 about here 
----------------------------------------------- 
 
RESULTS 
Overall findings 
The purpose for meta-analysis is to estimate the relationship that would have been observed if 
studies were conducted perfectly. Considering  the event window j of the study i (instead of the single 
study i) as our unit of analysis, in Table 3 we show the observed and corrected correlations for the 
entire sample of each meta-analysis. These data are aggregate values explaining the relationships 
between the announcement of an M&A and the final CARs for targets, bidders and combined entities.  
----------------------------------------------- 
Insert Table 3 about here 
----------------------------------------------- 
Observing the results, it is straightforward to observe how the correction for the sampling error 
plays an important role. Indeed, the coefficients r are significantly different before and after the 
correction. This means that avoiding correcting the r by weighting it for its sample size could lead to a 
relevant overestimation of the magnitude of the relationship under exam. The corrected r for targets 
and combined entities is equal to 0.570 and 0.402 respectively (CI = 0.570-0.571 for target and CI = 
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0.402-0.403 for combined entities). In line with extant literature, these findings confirm that M&A 
announcements positively affect targets‟ stock market returns,  generating also short term shareholders‟ 
wealth for combined financial entities, but with minor impact. We also resolve the dilemma around the 
value creation for bidders: the r mean obtained, after the correction for sampling error, is greater than 
the observed value (before the correction), but substantially lower if compared to the target‟s and 
combined entity‟s values (r = 0.045 and CI = 0.045-0.045). This finding suggests that financial markets 
do not recognize, on average, a value creation of the deal to the bidders. This is in accordance with the 
previous literature highlighting that buyer‟s ARs deriving from M&A activity are essentially zero 
(Bruner, 2002).   
Furthermore, the Q-statistic captures the extent of variance in the dispersion of effect sizes 
around the mean. Q values higher than the critical point for a given significance level (α = 5%) enable 
us to reject the null hypothesis of homogeneity (Cochran, 1954).  In these cases, indeed, the variance 
within the sample is not completely explained by the sampling error and the residual variance is due to 
the presence of other variables affecting the M&A-value creation relationship. In our analyses, the Q-
statistic for targets is equal to 586.299 and greater than 85.965 of (with probability 5% and 66 degrees 
of freedom), confirming the necessity to look for potential moderator variables. Analogous results are 
also achieved for bidders (149.885 > 104.139) and combined entities (170.705 > 55.758). In the next 
section, we will address this issue, investigating which and how moderators influence our main 
relationship.  
 
Moderators 
As previously pointed out, we found, for all the three meta-analyses, the presence of 
heterogeneity not explained by sampling error. To determine whether this heterogeneity can be 
explained by some moderating variables, we performed a Q test analysis splitting the sample into 
 13 
subgroups on the basis of the moderators identified. We then compare the mean effect sizes and the 
corresponding confidence intervals between groups. In order to test for the significance of the 
differences among the means of the subgroups, we consider the confidence intervals. This is in line 
with the previous methodology used to test the significance of the effect size. Furthermore, this 
analysis is performed only on a restricted sample for two main reasons: first, we excluded all those 
observations having missing data for some of the moderators. Second, for the “event window” 
moderator, we focused only on the observations referred to the pre- or between- event windows, as 
most of the post- event windows of our original sample considers periods which are far from the event 
under analysis and could not capture the short-term market performance of the firms. 
We focus on two common moderators generally considered in meta-analytic researches: 
measurement factors and contextual factors (Brown et al. 1998). The moderators belonging to the first 
group are the stock market index (used as benchmark in the market model) and the CARs’ event 
windows. The contextual factor, instead, aims to show differences among the countries in which the 
M&As occurs: we select Italy as our benchmark and we compare the peculiarities of the Italian banking 
system with the broader group of the European banks. After classifying the data into subsets according 
to these moderator variables, we test the presence of heterogeneity across and within our studies.  
The results of the moderator analysis are summarized in Table 4, where it is highlighted the 
importance of these three factors. The between-group homogeneity (QB) is always significant at the 5% 
level. This means that the differences in average between the split groups always matter, extending the 
results derived by the simple sampling error analysis. However, also the within-group Q statistic (QW) 
results appears to be significant, suggesting that the variation within the distribution of r is not 
completely resolved. This implies that the identified moderators are not sufficient to explain all the 
variance observed in the sample and that further moderators are necessary to make the subsets 
homogeneous. The next sections are aimed at analyzing the effect of moderators in deeper detail. 
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----------------------------------------------- 
Insert Table 4 about here 
----------------------------------------------- 
 
Measurement Moderators 
Benchmark Index. The first moderating factor under observation is the choice of the benchmark 
index. Our results show that the use of country market index as a benchmark positively affects ARs for 
target (r = 0.7, with CI = 0.699-0.700, for the market index is greater than r = 0.484, with CI = 0.483-
0.484, for the sector index) and bidder (r = 0.075, with CI = 0.075-0.075, for the market index is 
greater than r = -0.043, with CI = -0.043--0.042, for the sector index). These findings suggest that the 
choice of the sector market index as a benchmark leads to the underestimation of the deal 
announcement‟s effect on the companies‟ stock market prices. 
 
CARs’ Event Window. We then highlight the importance of the position of the event window in 
investigating post-acquisition performance. Event study methodology takes into consideration several 
event windows: post, pre and around the event. Our results show that pre-announcement event 
windows show higher stock market returns than post or between announcement event windows for 
targets and combined (r = 0.894 and CI = 0.893-0.895 for target; r = 0.501 and CI = 0.500-0.501 for 
combined), and lower stock market returns for bidders (r = 0.025 and CI = 0.024-0.027). These results 
are in line with hypotheses of financial markets‟ imperfections as well as possible pre-announcement 
information spill-overs, that imply stronger returns to occur in the pre-announcement event window 
rather than in the post- and around-announcement cases. Jensen and Ruback (1983) find that in the case 
of successful merger, almost half of the targets‟ ARs associated with the merger announcement occur 
prior to their public announcement.  
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Contextual Moderators 
Italy vs. Europe. Considering Italy-focused studies versus Europe-focused studies, we find that 
Italian M&As entail lower stock market returns than European M&As in all the meta-analyses. Indeed, 
the value of the corrected r for the European deals is always greater than for the Italian ones (0.583 > 
0.400 and CI = 0.583-0.584 for target, 0.023 > -0.134 and CI = 0.023-0.023 for bidder, 0.454 > -0.082 
and CI = 0.454-0.455 for combined). A strong argument can explain this result: Italian M&As are 
typically friendly takeovers, and the conditions are previously agreed. This means that the market for 
corporate control does not have an important relevance and hostile takeovers are rare (Melis 2000). The 
direct consequence of friendly takeovers is that targets‟ value does not benefit from the progressive 
increase due to the effect of price race. Regarding the bidder entities, an important aspect to be 
highlighted relies on the main driving forces behind Italian banks takeovers. De Vincenzo et al. (2006), 
in an empirical study of Italian bank acquisitions between 1995 and 1999, explain the poor results of 
Italian M&As with agency-related issues rather than efficiency motivation. Furthermore, Resti and 
Galbiati (2004) point out the lower performance obtained by Italian bidders is attributable to a scarce 
investor relation efficacy to highlight the benefits deriving from the deal.  
 
CONCLUSIONS AND FUTURE RESEARCH 
Acknowledging the richness of literature which aims to understand the presence of value 
creation on M&A deals, we attempted to verify some of the results from a meta-analytical standpoint. 
Firstly, we confirm that acquiring firms do not receive any net benefit from M&A looking at the short 
term market returns. In other words, acquisitions seem to offer zero NPV to the shareholders and then 
buyers essentially appear to stare at the break even of their investments.  A frank question thus arises: 
do M&As create value? And, if the stock market prices reflect the financial analyst‟s future 
expectations of a firm, why the financial community does not recognize any advantage for buyers from 
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an industry consolidation deal? The initial paradoxical dilemma seems to achieve something similar to 
an answer: investors consider M&As as driven by non-profit-maximizing motivations, namely by 
agency related needs, such as empire-building strategies; they thus fail to recognize value to these 
transactions. This has been broadly explained by means of the agency theory, which supports the 
disentanglement between managers‟ and owners‟ objectives. If bidders‟ stock market value remains 
unaltered, the final impulse to consolidation recognized by investors must lay somewhere else. The 
need to increase market share through an external growth and to achieve a bigger size is to be 
considered as the most feasible driver, in most cases achieved by overpaying the target firm. 
A second interesting finding can be highlighted. Geographical area significantly moderates the 
main relationship, thus affecting stock market returns: our evidence suggests Italian deals are perceived 
to be less profitable than European ones. This finding triggers interesting theoretical speculation and 
originally adds on extant literature. Italian practice typically relies on friendly takeovers and previous 
inter-partner agreements, thus avoiding bidding up process. This clearly hinders the effect of M&A 
deals on target performance. However, this result is in contrast with the idea of higher prices paid for 
the control of Italian banks, characterized by unclear and inefficient ownership‟s structures (Resti and 
Galbiati 2004). On the bidders‟ side, buyers seem unable to take advantage from the absence of a 
competitive bidding up process, showing lower market performances than European ones. This finding 
suggests that investors perceive efficiency related motivations to have even poorer influence on Italian 
M&As‟ deals than European ones.  
As far as methodological implications are concerned, our study underlines the significant 
difference in estimating CARs on event windows previous to the deal announcement rather than in post 
or in between time periods. This finding proves the presence and the strong effect of pre-announcement 
market rumours in estimating M&As‟ performance, thus confirming markets‟ imperfect efficiency in 
spreading information. Furthermore, there seems to be significant difference in considering country 
 17 
market index, inside the market model, as opposed to sector index, in estimating targets‟ and bidders‟ 
CARs. This can provide future research, with strong evidence of the underestimation effect of the use 
of sector index rather than country market index.  
This papers aims at nurturing future research with some fertile inputs. First of all, we chose to 
restrict to event studies, in order to strictly portray short-term effect, mirroring financial analysts‟ 
perceived, expected value of the deal. Future studies might consider to include the consistent body of 
literature enquiring post-acquisition performance by means of accounting-based measure. It would be 
interesting to compare the perceived value embedded in ARs in short-term time horizon with actual 
synergies generated by the deal in medium/long-term perspective. In particular, the study could cope 
with extreme heterogeneity of accounting-based measures by correcting for what Hunter and Schmidt 
call restricted sampling error. Every accounting measure could be supposed to measure some in-
between segment of the ideal continuum.  
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Table 1. Trend in the number of credit institutions in EU countries 
 
EU Country 1990 1995 1998 1999 2000 2001 2002 2003 2004 2005
Austria 1,210 1,041 898 875 848 836 823 896 883 880
Belgium 157 145 123 117 118 112 111 108 104 100
Finland 529 381 348 346 341 369 369 366 363 363
France 2,027 1,469 1,226 1,159 1,099 1,050 989 939 897 854
Germany 4,720 3,785 3,238 2,992 2,742 2,526 2,363 2,225 2,148 2,089
Greece 39 53 59 57 57 61 61 59 62 62
Ireland 48 56 78 81 81 88 85 80 80 78
Italy 1,156 970 934 890 861 843 821 801 787 792
Luxembourg 177 220 212 211 202 194 177 169 162 155
Netherlands 111 102 634 616 586 561 539 481 461 401
Portugal 260 233 227 224 218 212 202 200 197 186
Spain 696 506 402 387 368 367 359 348 346 348
Euro area 11,130 8,961 8,379 7,955 7,521 7,219 6,899 6,672 6,490 6,308
Denmark 124 122 212 210 210 203 178 203 202 197
Sweden 704 249 148 148 146 149 216 222 212 200
United Kingdom 624 564 521 496 491 452 451 426 413 400
EU 12,582 9,896 9,260 8,809 8,368 8,023 7,744 7,523 7,317 7,105
 
Source: ECB 2000, 2006. 
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Table 2. Number of domestic (D) and cross-border (C-B) M&As in EU countries 
 
EU Country
D C-B D C-B D C-B D C-B D C-B D C-B D C-B D C-B D C-B
Austria 14 0 37 0 20 4 1 1 2 2 2 0 0 0 2 0 1 1
Belgium 6 0 6 1 6 5 1 0 1 1 1 0 1 0 1 2 5 3
Finland 7 2 5 2 2 0 0 0 0 0 1 0 1 0 1 0 1 1
France 60 1 52 1 51 4 3 5 4 2 5 2 8 0 5 0 2 0
Germany 100 22 189 13 240 29 2 2 13 3 10 4 13 0 6 1 9 3
Greece 0 0 7 2 3 5 3 1 1 0 4 1 1 0 1 1 0 2
Ireland 1 2 2 1 1 1 0 1 0 1 0 1 1 0 0 1 1 1
Italy 68 5 52 3 64 2 38 3 15 4 32 7 32 9 22 8 34 6
Luxembourg 3 0 9 3 6 4 2 2 4 2 5 2 0 0 1 0 1 2
Netherlands 2 5 0 3 1 2 0 4 2 1 1 0 2 2 1 1 0 0
Portugal 5 1 1 4 0 2 4 4 2 0 1 1 5 4 1 2 1 1
Spain 4 9 5 10 5 12 4 4 1 1 7 1 4 3 4 2 4 1
Euro area 270 47 365 43 399 70 58 27 45 17 69 19 68 18 45 18 59 21
Denmark 2 0 1 0 0 2 0 1 1 1 1 1 0 1 3 0 0 0
Sweden 1 0 1 0 1 6 0 0 1 0 1 0 0 0 1 0 0 0
United 
Kingdom 
2 4 16 8 14 5 2 0 7 1 1 0 1 0 5 1 5 1
EU 275 51 383 51 414 83 60 28 54 19 72 20 69 19 54 19 64 22
2003 2004 20051995 1998 1999 2000 2001 2002
 
Source: ECB 2000, 2006. 
 
 
Table 3. Summary of the meta-analysis results for M&A value creation 
 
Meta-analysis Sample size N. of Observations Observed r Corrected r SE r Q (S-1)
Target 4,170            67 0.009 0.570 0.000 0.570 0.571 586.3
Buyer 10,498          83 0.000 0.045 0.000 0.045 0.045 149.9
Combined 2,339            41 0.006 0.402 0.000 0.402 0.403 170.7
Total 17,007          191
95% CI
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Table 4. Mean effect sizes and confidence intervals for moderator sub-groups 
 
Meta-analysis Sample size
N. of 
Observations
Observed r Corrected r SEr Q w(k-j)
a
Q B(1-j)
b
Index
Market 1,673         43 0.013 0.700 0.000 0.699 0.700 539.5 46.8
Sector 2,497         24 0.006 0.484 0.000 0.483 0.484
Area
Europe 3,954         54 0.008 0.583 0.000 0.583 0.584 564.4 21.9
Italy 190            11 0.023 0.400 0.003 0.395 0.405
Event Window
Between-0 1,454         23 0.010 0.680 0.000 0.679 0.681 153.3 433.0
Pre-0 1,110         16 0.011 0.894 0.000 0.893 0.895
Index
Market 7,806         49 0.000 0.075 0.000 0.075 0.075 122.0 27.9
Sector 2,692         34 0.000 -0.043 0.000 -0.043 -0.042
Area
Europe 5,602         59 0.000 0.023 0.000 0.023 0.023 115.1 34.8
Italy 550            21 -0.003 -0.134 0.001 -0.136 -0.133
Event Window
Between-0 6,134         30 0.000 0.071 0.000 0.071 0.071 70.7 79.2
Pre-0 586            11 -0.001 0.025 0.001 0.024 0.027
Index
Market 1,296         21 0.003 0.332 0.000 0.331 0.332 162.7 8.0
Sector 1,043         20 0.009 0.477 0.000 0.477 0.478
Area
Europe 2,067         28 0.006 0.454 0.000 0.454 0.455 112.8 57.9
Italy 238            11 -0.004 -0.082 0.002 -0.086 -0.078
Event Window
Between-0 1,156         16 0.005 0.387 0.000 0.386 0.388 112.6 58.1
Pre-0 1,094         14 0.006 0.501 0.000 0.500 0.502
Moderators 95% CI
Target
Buyer
Combined
 
Notes: 
a Q w(k-j) refers to the residual pooled within-groups share of the variance with (k - j) degrees of freedom, where k and j denote the number of effect sizes 
and categories respectively. 
b Q B(1-j) refers to the residual variance between-groups with (1 - j) degrees of freedom. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
